Report of the

Audit Division on
The Jefferson Committee

January 1, 2005 - December 31, 2006

Why the Audit

-Was Done

Federal law permits the
Commission to conduct
audits and ficld
investigations of any
political committee that is
required to file reports
under the Federal
Election Campaign Act
(the Act). The
Commission generally
conducts such audits
when a committee
appears not tb have met
the threshold
requirements for
substantial comphance
with the Act.! The audit
determines whether the
committee complied with
the limitations,
prohibitions and
disclosure rquirements
of the Act.

Futura Action
The Commission nray
initiate an enforcement
action, at a later time,
with respect to any of the
matters discussed in this
report.

1 21U.S.C. §438(b).

About the Campaign (p.2)

The Jefferson Committee (TJC) is the principal campaign
committee for William J. Jefferson, Demaeratic candidate for the
U.S. Homse of Rantesentetives from the state of Louisiona, 2™
Distriot. TJC ia headquartered in New Orleans, LA. Foo more
information, see the chart on the Campaign Organization, p.2.

Financial Activity (p.2) -

¢ Receipts
o From Individuals

o From Other Political Committees

o Candidate Loans
o Other Receipts
o Total Receipts

¢ Disbursements

o Optrating Expenditures
o Other Disbursements
o Total Disbursements

Findings and Recommemdations (p. 3)

Receipt of Impermissible Candidate Loans (Finding 1)
Receipt of Prohibited Contributions (Finding 2)

_ Receipt of Contributions in Excess of the Limit (Finding 3)
Reporting of Non-Campaign Related Transactions (Finding 4)
Misstatement of Financial Activity (Finding 5)

Disclosure of Occupation/Name of Employer (Finding 6)
Disclosure of Dishersements (Finding 7)

Failure to File 48-Hour Notifications (Finding 8)
Untimely Depasit of Contributions (Finding 9)

$ 436,895
578,524
283,500

4,415
$ 1,303,334

$ 1,309,889
65,163
$ 1,375,052
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Part I
Background

Authority for Audit

This report is based on an audit of The Jefferson Committee (TJC), undertaken by the
Audit Division of the Federal Election Commission (the Commission) in accordance with
the Federal Election Campaign Act of 1971, as amended (the Act). The Audit Division
conducted the audit pursuant to 2 U.S.C. §438(b), which permits the Commission to
conduct audits and field investigations of any political committee that is required to file a
report under 2 U.S.C. §434. Prior to conductmg any audit under this subsectlon, the
Ccemmission must perform an internal review of reports filed by selected committees to
determine if the reports filed by a particular cominittee meet the threshold reqairements
for substmntial compliance with the Act. 2 U.S.C. §438(b).

Scope of Aundit

This audit examined:

The receipt of excessive contributions and loans.

The receipt of contributions from prohibited sources.

The disclosure of contributions received.

The disclosure of disbursements, debts and obligations.

The consistency between reported figures and bank records.
The coropleteness of reconds.

Other commiittae operations necessary to the reviow.

NounhwOn~



Part 1I
Overview of Campaign
Campaign Organization

Important Dates The Jefferson Committee

o Date of Registration March 29, 1991

e Audit Coverage T anua'ry.l, 2005 — December 51, 2006
_Headquarters - ] New Orleans, Louisiana

Bank Information _

o Bank Depositories One '

e Bank Accounts Three checking accounts

Treasurer _

o Treasurer When Audit Was Conducted Angela Coleman

e Treasurer During Period Covered by Audit | Jack Swetland (01/01/05 — 07/28/05)
Angela Coleman (11/21/05 - 07/14/08)>

Tawanda Coleman (07/14/08 — Present)

Management Information
o Attended FEC Campaign Finance Seminar | No
e Used Commonly Available Campaign Yes

Management Software Package
e Who Handled Accounting and Treasurer

Recordkeeping Tasks

Overview of Financial Activity
- . (Audited Amounts)

Cash on hand @ January 1, 2005 $ 78,099
© From Individuals 436,895
o From Other Political Committees 578,524
o Candidate Loans 283,500
o Other Receipts ' 4,415
Total Receipts $1,303,334
o__Operating Expenditures ' 1,309,889
o Other Disbursements 65,163
Total Disbursements $ 1,375,052
Cash on hand @ December 31, 2006 $6,381

% On 10/18/2005, the FEC received notification that Jack Swetland had resigned as Treasurer effective July 28,
2005. An amended Statement of Organization naming Angela Coleman as Treasurer was filed on 11/21/2005.



Part III
Summaries

Findings and Recommendations

Finding 1. Receipt of Impermissible Candidate Loans

The Candidate used the proceeds of a $320,000 promissory note from his sister to loan
$150,500 to TJC during the audit period. As a result, the Candidate’s sister made an
excessive contribation to TJC totaling $150,500. The Audit staff recommended that TIC
provide documentation to verify the sounce of funds and demonstrate that the funds from
- the Caudidate’s sister did not result in the receipt of an excessive or prohibited
contribation. It was also recommended that TIC mnend ite reports io reflect the netunl
source of all toms and any paymants on the loans made by TJC, the Candidnte, or any
other person. In response to the interim andit report, the Candidaie acknowledged that
the funds were from his sister’s company and her personal resources. TJC also provided
a statement from the Candidate’s sister indicating that her company is not taxed as a
corporation. TJC also filed amended reports disclosing $120,000 of the amount loaned
during the 2006 election cycle; however, TIC did not correctly disclose the source of the
loans. (For more detail, see p. 6) '

Finding 2. Receipt of Prohibited Contributions

TIC received S5 apparent prohibited contributions totaling $58,585 from corporations,
LLCs, and a Native American tribe. The Audit staff recommended TJC demonstrate that
these contributions were made with permissible funds or refund them. In response to the
interim audit report, TJC provided evidence that nine contributions totaling $18,200 were
not prohibited. Although not considered prohibited, five of the contributions resulted in
TJC’s receipt of excessive contributions totaling $8,800. Without further documentation
or information to verify the permissibility of the remaining funds, the Audit staff
maintains the remaining contributions from forty-three corporations totaling $25,585
($43,585 - $18,200) are prohiited. With regard to the contributions from the Native
American wribe, TJC provided no adtditional itiformation to verify the permissibility of
these fimds and, therefiwe, the Audit staff innintains thu cuntributions totating $15,000
are prolibised. FJC has not made cantribution refunds or disclosed the cantributions
requiring a refund as debts cn Scherdnles D (Debts and Obligations). (For more detail, see
p- 10)

Finding 3. Receipt of Cantributions in Excess of the Limit
TIC received $17,530 in excessive contributions from fourteen individuals. Excessive
contributions totaling $15,100 were caused by TJC’s failure to send individuals
notification of a presumptive election redesignation and/or contributor reattribution. The
remaining $2,430 was not eligible for presumptive redesignation and/or reattribution and
must hd refunded. The Audit staff recommehded that TIC provide documentation that
the contributions were not excessive, or send natices to those cantributors that were
eligible for presumptive redesignations and/or rcattributions, ar refund the excesaive
amounts. In response to the interim audit report, TJC did not provide evidence that



contributions totaling $17,530 were not excessive. TJC also did not provide copies of
presumptive redesignation and/or reattribution letters sent for excessive contributions
totaling $15,100 or evidence of contribution refunds totaling $2,430. T¥C also has not
filed amended reports to disclose the contributions requiring refunds on Schedules D
(Debts and Qbligations). (Far mure detzil, see p. 13)

Finding 4. Reporting of Non-Campaign Related
Transactions _

On June 24, 2005, the TJC's treasurer deposited a check of $25,015 from a business into
the TJC account and subsequently wired $25,000 to another company. These
transactions were not reported by TJC and the Audit staff initially questioned whether the
activity resulted in the commingling of funds under 11 CFR §162.15. Accerding to the
TIC’s treaswer, “the transactions were done merely as an accommodation to expedite
banking activity.” The Cané€idate stated that at ne time were the transactions known by,

- authorized hy; or requested by himaself or any member of his family. The Candidate alsa
stated tliet no financial benefit was derived frem the transactions by himself or TJC.
Furthermere, TJC argued that the regulation at 11 CFR §102.15 is inapplicable in this
situation as it only addresses the commingling of individual personal funds as opposed to
business funds. TJC is correct with respect to the application of 11 CFR §102.15 to these
funds. However, the Audit staff maintains that TIC was required to report the
transactions. (For more detail, see p. 16)

Finding 5. Misstatement of Financial Activity

A comparison of TIC’s reported financial activity to the bank records revealed a
misstatement of activity in 2006. Reported receipts and disbursements were understated
by $136,836 and $142,230, respectively, in that year. TIC’s reported cash balance was
misstated throughout the period with the ending cash being understated by $3,404. TJC
filed some amended reports for 2006 after notification of the audit; however, a
misstatement of activity remains. The Audit staff recommended that TJIC submit
amended reports to correct the misstatements and amend its most recently submitted
report to correct the cash balance. In response to the interim audit report, TIC filed
amended reports that included sonze but not all of the necessary report adjustments. (For
more demil, sce p. 18)

Fimding 6. Disclasure of Occupation/Name of Empioyer

A ieview of contribiutitins froen lindividuals discloserl on Schodule A (Itemized Reeeipts)
revealad tho entries for 149 contributions totaling $181,550 lacked or did not adequately
disclose the contributor’s occupation and/or name of employer. Furthermore, TJC did
not use “best efforts” to obtain, maintain, and submit the required information. The
Audit staff recommended that TJC contact each contributor for whom the information is
lacking, submit evidence of such contact, and disclose any information received in
amended reports. In response to the interim audit report, TIC filed amended reports to
disclose the required occupution and employer informaticn related to contributions
totaling $55,700. Afier the filing of these aannudments, eatries for 101 contributionn
totaling $125,850 still lack or do not adequetely disclese the contcibutar’s occupdtion
and/or name of employer. TIC provided a list of thnse individuals for whom letters
would ba sent requesting the missing or inadequate infnrmation as well as a copy of the
letter to be sent. (Far more detail, see p. 20)



Finding 7. Disclosure of Disbursements

A sample review of expenditures revealed that certain disbursements itemized on the
disclesure reperts lacked or inadequately disclosed the reqdired informetion. The
projected daiiar value of these transactions was $209,588. These disclesure
discrepancies comsisted of incorrect names, addresses, dates, missing or inadequnta
purposes, ar missing memo entries associated with credit card transactions. The Audit
staff recommended that TJC amend its reparts to correct the disclosure of its
disbursements. In response to the interim audit report, TJC filed amended reports and a
written statement. The amended reports corrected some but not all of the disclosure
errors on Schedule B (Itemized Disbursements). (For more detail, see p. 22)

Finding 8. Failure to File 48-fHour Notifications
TIC failed to file 48-hour netices for contributions totaling $227,600. Most of the notices
not filed were for contributions made priar to the run-off election and for loans reported
as from the Candidate. The Audit staff recomraended that TIC provide evidence that the
48-hour notices were timely filed ar submit any written comments it considers relevant.
In response to the interim audit report, TJC provided no additional comments regarding
this issue. (For more detail, see p. 23)

Finding 9. Untimely Deposit of Contributions

TJC untimely deposited contributions totaling $315,500 from political committees. The
Audit staff recommended that TJC demonstrate that the deposits were made timely.
Absent such demonstration, TJC should implement changes to its procedures to achieve
future compliance and provide a description of such action. In response ta the interim
audit report, TJC provided additianal documentation which indiosted many of the
contributions were initially received by a ﬁ.mdralsmg representative who forwarded the
contributions which were then deposited by TIC in a timely manner. (For more detail, see
p. 24)



Part IV
Findings and Recommendations

. |Finding 1. Receipt of Impermissible Candidate Loans

Summary

The Candidate used the proceeds of a $320,000 promissory note from his sister to loan
$150,500 to TIC during the audit period. As a result, the Candidate’s sister made an
excessive contribution to TJC totaling $150,500. The Audit staff recommended that TIC
provide docuinentation to verify the source of the funds and demonstrate that the funds
from the Candidate’s sister did not result in the receipt of an excessive or prohibited
contribution. It was also recommentled that TJC amend its regorts. to reflect the actual
source of all loans and any payments on tho loans made by TJC, the Gandidate, or any
other person. In response to the interim andit repart, the Candidate acknowledged that
the funds were from his sister’s company and her personal resources. TJC also provided
-a statement from the Candidate’s sister indicating that her company is not-taxed as a
corporation. TJC also filed amended reports disclosing $120,000 of the amount loaned
during the 2006 election cycle; however, TJC did not correctly disclose the source of the
loans.

Legal Standard

A. Formal Requirements Regarding Reports and Statements: An authorized
committee shall maintain all records, including bank records, with respect to the. matters .
required to be reported which shall provide in sufficient detail the necessary information
and data from which the filed reports and statements may be verified, explained, clarified,
and checked for accuracy and completeness. 11 CFR §104. 14(b)(1).

B. Expenditures by Candidates. Candidates for Federal office may make unlimited
expenditures from personal funds as defined in 11 CFR §100.33 and 110.10.

C. Personal Funds. Personal funds of a candidate means the sum of all of the
following: .

(a) Assets. Amounts derived from any asset that, under applicable State law, at the
time the individual became a candidate, the candidate had legal right of access to or
control over, and with respect to which the candidate had legal and rightful title or an
equitable interest;

(b) Income. Income received during the current election cycle, as defined in 11 CFR
§400.2, of the candidate, including:

(1) A salary and other earned income that the candidate earns from bona fide
omployment;

(2) Income from the candidate’s stocks or other investments;

(3) Bequests to the candidate;

(4) Income from trusts established before the beginning of the election cycle as
defined in 11 CFR §400.2;



(5) Income from trusts established by bequest after the beginning of the election
cycle of which the candidate is the beneficiary;

(6) Gifts of a personal natarc that had been customarily received by the candidate
prior to the beginning of the election oycle, us defined in 11 CFR §400.2; and

(7) Proceeds from lotteries and aimtilar legal gumes ¢d chance. 11 CFR §100.33

D. Candidate as an Agent. Any candidate who receives a contribution and obtains a
loan or makes any disbursement, in connection with his or her campaign shall be
considered as having received such contribution, obtained such loan or made such
disbursement as an agent of his or authorized committee(s). 11 CFR §101.2

E. Receipt of Prohibited Contributions — General Prohibition. Candidates and
. committees may not accept contributions (in the form of money, in-kind contributions or
loans):
1. Inthe name of anather; or
2. From the treasury funds of the following prohibited sources: N
e Corporatinus (this maeauns any incorporated organization, mcludmg a non-stock
corporation, an incarporated membership organization, and an incorporated
cooperative); : '
e Labor Organizations;
e National Banks; 2 U.S.C. §441b and 441f.

F. Authorized Committee Linifts. An authorized committee may not receive more
than a total of $2,000 per eiection from any one person. The Bipartisan Campaign
Reform Act of 2002 (BCRA) includes provisions that index the individual contribution
limit for inflation. The limit for individuals’ contriinitions to candidates for the 2006
election cyole was $2,100. 2 U.S.C. §441a(a)(1)(A), 11 CFR §110.1(a) and (b)

G. Contribution Defined. A gift, subscript.ion, loan (except when made in accordance
with 11 CFR §100.72 and 100.73), advance, or deposit of money or anything of value
made by any person for the purpose of influencing any election for Federal office is a
contribution. The term loan includes a guarantee, endorsement, and any other form of
security. A lean is a contribution at the time it is made and iz a contribution to the oxtent
that it 1emains unpaid. The aggregate amount loaned to a candidate or committee by a
contributor, when added to othar contributiens from that individual to timt candidate ot
committee, shall not exceed the contrituition limitations set forth at 11 CFR part 110, A
loan, to the extent it is repaid, is no longer a contribution. 11 CFR §100.52(a).

H. Personal Gifts and Loans. If any person, including a relative ar friend of the
candidate, gives or loans the candidate money in connection with his or her campaign, the
funds are not considered personal funds of the candidate. Instead, the gift or loan is
considered a contribution from the donor to the campaign, subject to the limitation and
prohibitions of the Act. See Advisory Opinions 1985-33, 1982-64, and 1987-1.

I. Persaaal Use. A paymant made to a candidete, even if nsed for oersonal
expenditures, is a contribution unless the payment would have heen mode irrespective of
the candidacy. Likewise, the payment of a particular expense by any pexson other than



the candidate or campaign committee shall be a contribution unless payment would have
been made irrespective of the candidacy. 11 CFR §113.1(g)(6)

Facts and Analysis

The Audit ataff identified loans totaling $150,500 that could not be verified as being
made with the Csndidate’s personal fands. TIC bank records indicate at loast $30,500 of .
this amouni was drawn an accounts of a company named Jeffco Semces, Inc. or Jeffco
Sarvices, LLC.(J effco), for which the Candidate’s sister is a prmc1pal The source of a.
November 19, 2006 wite transfer in the amount of $100,000 i is not documented, however,
according to the TJC treasurer, the wire was also from J effco.* The source of a $20,000
cashiers check payable to the Candidate and deposited by TJC on November 14, 2006 is
also aet documnented. According to TIC's treasurer and the Candidate, all of these funds
were covered by a pramissory note between the Candidate and his sister. The promissory
note dared February 1, 2007, after the trmusantions had aacurred, outlinos the mpaymeit
schedule, intorost rate, read security far a loan of $320,000 ro tin: Candidate frora his

sistar, Acaonﬂmg to the Candidate, Ite is obligated and has mnda payments to his sister

on this pronussory note.

The Audit staff maintains the promissory note does not establish that the funds borrowed
from his sister were the personal funds of the Candidate. Rather, it appears that the
Candidate borrowed the funds as an agent of TIC. As a result, TIC appears to have
accepted excessive contributions or potentially prohibited contributions from the
Candidate’s sistor or Jeffco of at least $150,500. It is not known how much of the
remaieing amoant eovered by tie promissary nete, $169,500, was received by the
Candidate or haw that maney was used. As noted in the Irgal standards above, a
payment masle to a candidate, even if used for persomal expeuditures, is a contributicn
unless.the payment would have been made irrespective of the candidacy. The timing of
the promissary note coupled with the fact that some of the funds were transferred directly
to TJC indicates the Candidate may have received the funds in connection with his
campaign.

The Candidate also represents that he has made paymients on the promissory note.
However, TJC has not provided a achedule of those payments or any payments made by
any other person. These payments also constitute contributions to TIC. Absent the
submission of additional information the entire $320,000 was potentially considered an
excessive ar prohibited contribution to TJC, and payments on tha loan by the Candidate,
or any ather person, are considererd additional cantributions that are required to be

reported.

Regarding funds reportedly loaned to TIC by the Candidate, it is necessary for the Audit
staff to review, at minimum, records that identify the account from which the wire
transfer originated and the source of the funds used to purchase the cashier’s check. The
Audit staff made numerous requests of TJIC for this documentation, but none was

3 Checks deposited by TIC were imprinted with the names Jeffco Services, LLC and Jeffco Services, Inc.
According to the Louisiana Secretary of State, the Candidate’s sister is listed as a principal for both of
these entlties. On July 18, 2002, JefIco Services, Inc. was dissofved, however; on that diy Jeffco
Services, LLC was regisicred as a new entity.

4 The Treasurer also held a position with Jeffco Services, Inc.



provided. In addition, on March 19, 2008, letters were sent to the Candidate and his
sister requesting such documentation and noting that, if not provided, the Conmission
may draw an adverse inference aboat the source of the funds. None of the docuinentation
requested has lseen provided; however, a respouse was recelved frem the Candidate’s
sisier on April 21, 2008. Iu thatletter she stated thai all inquires should be addressed o
TJC zed asked thot she not be contacted again. TIC also provided a copy of a letter dated
Apiil 21, 2008 that it received from the Candislate in which he states the cashiars check
was part of proceeds lcaned to him by his sister. The Candidate also stated that no loans . .
existed between Jeffco and himself or TIC.

TIC also significantly understated Candidate loans in 2006. In that year, TJC reported
the receipt of only $148,000 in Candidate loans,” However, TJC records indicate that :
Candidate loans totdllng $283,500 were actually received. The difference of $135,500 i is

included ia Firsding 5 - Misstatement of Reported Activity.

Ingecim Audit Report Recommendation

The Audit staff recommended that TIC provide documentation to verify the source of the
funds and demonstrate that the funds from the Candidate’s sister did not result in the
receipt of an excessive or prohibited contribution. The records provided were to include
bank statements and other documentation to identify the source of funds for the
November 19, 2006, $100,000 wire transfer and the source of the funds used to purchase
the $20,000 cashier’s theck tdepeosited by TIC on November 14, 2006. It was also
recommended that TJC provide documentation that indicates whether J effce Sorv:ces
LLC is taxed as a corporation or a partnership.

Regarding the $320,000 promissory note fram tho Candidate’s sister, it was
recommended tirat TIC provide-evidence that any payments to the Candidate or to a third
party for his personal expenditures were made irrespective of his candidacy. It was also
- recommended that TIC provide documentation for any payments made on this -
promissory note including those made by the Candidate or a third party.

Regarding the disclosure of the loans totaling $283,0G00, it was recommended that TIC
file ainended Schedules C.(Lozns) to accurately disclose the source of the loans as either
the Candidate’s sister or Feffco. In addition, it was recommended that TJC report any
payments on these loans as contributions from the Candidate or dtherpersons making
those payments.

Cammittee Response to Recommardatien

In response to the interim audit report, TIC did not provide documentation to confirm the
source of the $100,000 wire transfer or the $20,000 cashier’s check as Jeffco. However,
TJC provided the following statement from the Candidate’s sister, “During the years
2006 and 2007, 1 made personal loans of $320,000.00 to my brother, William Jefferson,
from funds derived from my company, Jeffco Services, LLC., of which I am the sole
owner.” The Candidatc’s sister also provided statements varifying that Jeffco is not taxed
as a corpomtion and that $150,500 was extanded to the Candidate rluring 2006 and

S TIC did not have adaquate records to suppart the reported figure for Candidate loans of $l48,000: As
such, the Audit staff could not identify the specific loans that were not reported.
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$169,500 during 2007. The Candidate also provided a statement indicating that the
source of the funds was the company owned by Hhis sister.

According to the Candidate’s sister, these funds were provided to *..the Candidate for
whatever he resired to make of thorn, hrcluding using them in his canrmign, were thet his
decision.” The statememt indicatas thet the $169,500 was laaned strietly Ie support the
Candidate’s personal and family ahligations and could not be construed tn be connected
to his candidacy since his campaign ended in the prior year.® It further indicates that the
$169,500 funds were extended beyond the period covered by the audit and could not
reasonably be considered a prohibited contribution for the 2005-2006 audit period. The
Candidate himself also provided a statement indicating that $169;000 [sic $169,500] was
loaned by his sister using her personal funds and funds irom Jeffco in 2007.

The Carndidate’s sigter also pmvided docuraentatidn for payments made in 2007 from the ~ *

Candidate to her totaling $5,000. Her statement indicates that these payments were for
his parsonal abligation with her.

Based on the statements and information provided in response to the interim audit report,
the Audit staff concludes that the Candidate’s sister made excessive contributions using
funds from Jeffco totaling $150,500 during the 2005-2006 election cycle.

Regarding the disclosure of loans on Schedules C (Loatns), TIC filed amended reports but

did not report $30,500 of the $150,500 in loans and failed to disclose the Candidate’s
sister as the original source for the remaining $120,000 received from her.

‘| Finding 2. Receipt of Prohiﬁitéd Gontritmtians

Summary

TIC received 55 apparent prohibited contributions totaling $58,585 from corporations,
LLCs, and a Native American tribe. The Audit staff recommended TJC demonstrate that
these contributions were made with permissible funds or refund them. In response to the
interim audit report, TYC provided evidence that nine contributions totaling $18,200 were
not prohibited. Although nut eorsidered prokibited, five of the eontributions resulited in
TIC’s receipt of excessive contributions totaling $8,800. Without further documentation
or infarmatian to verify the permissibility of the remaining funds, the Audit staff
maintains the remaining contributions from forty-three corperations totaling $25,385
($43,585 - $18,200) are prohibited. With regard to the contributions from the Native
American tribe, TJC provided no additional information to verify the permissibility of
these funds and, therefore, the Audit staff maintains the contributions totaling $15,000
are prohibited. TJC has not made contribution refunds or disclosed the contributions
requiring a refund as debts on Schedules D (Debts and Obligations).

§ The Candidate filed a Statement of Candidacy for the 2008 election on May 21, 2007.
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Legal Standard

A. Receipt of Prohibited Contributions — General Prohibition. -Candidates and
committces may not accept centributions (in the form of money, in-kind contributions or
loans)

1. .In the name of another; or

2. From the treasury funds of the following prohlblted sources: :

- e Corpomtions (this means any incarporated organization, including a non-stock
corporation, an incorporated membership organization, and ar incorporated
cooperative);

Labor Organizations;
National Banks; 2 U.S.C. §441b and 441f.

B. Definition of Limited Liability Company. A limited liability company (LLC) is a
business entity recognized as an LLC under the laws of the State in which it was
established. 11 CFR §110.1(g)(1). '

C. Application of Limits and Prohibitions to LLC Contributions. A contribution
from an LLC is subject to conmbutxon hmlts and prohibitions, depending on several
factors, as explained below:

1. LLC as Partnership. The contribution is considered a contribution from a
partnership if the LLC choovses to be treated as a partnership under Internal
Revenue Service (IRS) tax rules, or if it makes no choice at all about its tax status.
A partnership contribution may not oxceed $2,100 per candidate, per election, und
it must ba attributed to each lawfol partner. 11 CFR §110.1(a), (b); (¢) and (g)(2).

2. LLC as Corporaiien. The contribution is cansidered a corporate contributico—
and is barred umder the, Aot—if the LLC chooses to be treated as a corgoration
under IRS rules, or if its shares are traded publicly. 11 CFR §110.1(g)(3).

3. LLC with Single Member. The contribiticn is considered a contribution from a
single individual if the LLC is a single-member LLC that has not chosen to be
treated as a corporation under IRS rules. 11 CFR §110.1(g)(4).

4, At the time it makes the contribution, an LLC shall provide to the recipient
committee informaticn on how the contribution is to be attributed and affirm that

- it is eligible to make the coutribution. 11 CFR §110.1(g)(5).

D. Questionahle Contribmtions. If aoontribution that presents genuine questions about
its permissibility is received and deposited, the treasurer shail moke his or her best efforts
to determine whether it is from a prohibited source. If the legality of the contribution
cannot be verified within 30 days of the treasurer’s receipt it shall be refunded to the
contributor. 11 CFR §103.3(b)(1).

E. Application of Limits and Prohibitions to Native American Tribe Contributions.
A contribution from a Native Ametican tribe is subject to the contnbutlon limitations and
prohibitiens. 2 U.S.C. §431(11) and 441a(e)(1)(A).

F. Authorized Committee Limits: An authorized committee may not receive more
than a total ef $2,000 per election from any onc person as adjusted by tiie Consumer
Price Index. 2 U.S.C. §441a(a)(1)(A) and 11 CFR §110.1(a) and (b). Based on the
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respective CPIs, the contribution limit for any one person for the 2006 election cycle was
$2,100 and $2,300 for the 2008 election cycle.

Facts and Analysis ‘

TIC received apparent prohibited contributions totaling $58,585. This amount includes
contributinng from tweaty-four corparations totaling $18,710, twenty-two LLCs tetaling .
$24,875 and one Native American tribe totaling $15,000.

For the contributions from corporations, the Audit staff verified the corporate status of
the entities at the time the contributions were made with the Louisiana Secretary of State.
For contributions from LLCs, TIC provided no documentation that stated whether the
companies elected to be treated as a partnership or corporation by the Interndl Revenue
Service (IRS). Absent documentation explaining how each entity is taxed, these
contribohons present genuine questions aboat having come fiom mohibited sourees.

TIC also accepted three $5,00Q contributions from the Tunica-Biloxi Tribe of LA
between March 14, 2006 and December 11, 2006. Based on available documentation and
disclosure reports filed with the Commission, it does not appear that these contributions
were from the federally registered political action committee (TBIPAC) associated with .
this tribe. Further, these contributions do not appear on non-federal reports filed with the
State of Louisiana. The contribution checks were all imprinted with Tunica-Biloxi Tribe
of LA as the accountholder and *“‘consolidated accounat™ as the account name. According
to the Secretary of State of Louisiana, the Tunica-Biloxie Indiaas of Louisiana, Inc. is a
non-profit corparation. Absent evidence that these contrltmtxons weie not drawn en
corporate aceounts, it appenrs that the $15,000 is poohibited.” If it is estahlished that the
funds sre not carporate or from the fedcrally registered political action comamittee, the
contributions exceed the individual contribution limitations by $8,50Q ($5,800 for 2006
election cycle and $2,700 for 2008 election cycle).

A list that included the contributions above was presented to the treasurer.of TIC. In
response, TJC sent letters to contributors asking for their filing status with the IRS. On
January 13, 2008, the treasur¢r submitted letters from several of the contributors noting
that they were treated as a partnership for contribution purposes. The contributions
discussed above exclade those clarified by the J anuary 13 subuiission.

Interim Audit Repart Recommendation

Ths Audit staff recommended that TIC:

e Provide gvidence demonstrating that the contributions in question were made with
permissible funds. For contributions in question from LLCs, TJC should provide a
statement from each entity explaining its tax treatment or a copy of IRS Form 8832;
or

e Refund $58,585 to the contributors or disgorge the funds to the U S. Treasury. TIC
should provide evidence of any refunds (copies of the front and back of negotiated
refnud cheeks); or

7 Should TIC demonstrate that thess contributions are fiom TBIPAC, an excessive toritrihution of $2,500
to the primary electiom wauld result since TBIPAC already contributed $2,500 to TJC for the primary
election. . .



13

e For any amounts determined to be excessive from the Native American tribe, TIC .
must refund the excessive portion and provide evidence of such refund (copy of the
front and back of negotiated refund check) or pay the amount to the U.S. Treasury; or

o If funds are not avaiiable to make the necessary refunds, diselose the contributions
requiring refiinds on Sctedule D (Debt and Ohhgatmns) unnl fands become:- avmlablc
to-make such refunds. -

- Committee Response to Recommendation
In response to the interim audit report, TIC provided evidence that one contribution of
$500 was not prohibited. TJC also documented that three contributions totaling $8,400
were from a limited liability company that is not taxed as a corporation. Although not
considered prohibited, these contributions resulted in TIC’s receipt of an excessive
contribution totaling $6,300. Therefore, the Audit staff concfudes that TJIC accepted
prohibited contributions from twenty-one corporations totaling $9,810 ($18 710 -
$8,900). '

For the twenty-two contributions from LLC’s totaling $24,875, TJC provided
documentation received from three LLC’s totaling $9,300 that indicated the companies
were not taxed as corporations. Although not considered prohibited, two contributions
resulted in TJC’s receipt of excessive contributions from these companies totaling .
$2,500. Without further documentation or information to verify the permissibility of the
funds from LLC’s, the Audit staff maintains the remaining contribations totahng $15,575
(524, 875 $9,300) are prohibited.

With regard to the contribntions frosm a Native American tribe totalmg $15,000, TIC
provided the following statement, ‘““The tribe may own a corporation, but it, itself, is not a-
corporation, but a nationally recognized Native American Tribe, permitted to contribute
under 2 U.S.C. Section 431(11) and 441(a)(1)(A).” TJC provided no additional
information to determine whether or not the contributions were from a corporate account.
TJC acknowledged the receipt of an excessive contribution and stated that $6,900 of this

- amount was applied to the 2007-2008 election cycle and the remaining portion would be
reported as a debt to the tribe. Without further documentation or information to verify
the permissibility of these fuirds, the Audit stalf muintainy the contrlbunons totaling
$15,000 are prohibited.

TJC has not made contxibution refunds.to these entities ar disclosed those contributions

requiring a refnod as debts cn Schedules D. It is nated that TIC’s FEC reports disclose a
cash balance of $1,164 as of December 31, 2008.

| Finding 3. Receipt of Contributions in Excess of the Limit |

Summary

TIC received $17,530 in excessive contributions from fourteen individuals. Excessive
contributions totaling $15,100 were caused by TIC’s failure to send individuals
notification of a presumptive election redesignation and/or contributor reattribution. The
remaining $2,430 was not eligible for presumptive redesignation and/or reattribution and
must be refunded. The Audit staff reccommended that TIC provide documentation that
the contributions were not excessive, or send notices to those contributors that were
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eligible for presumptive redesignations and/or reattributions, or refund the excessive
amounts. In response to the interim audit report, TYC did not provide evidence that
contributions totaling $17,530 were net excessive. TJC also did not provide copies of
presumptivo redesignativn and/or reattribution itttbrs sent for excessive eonhibutions
totating $15,100 ar evidence of contribtitimr refunds tolnllng $2,430. TIC also has not
filed amended reports to disclase the contributinns requiring refunds on Schedules D
(Debts and Obligaticons).

Legal Standard ' :

A. Authorized Committee Limits: An authonzed committee may not receive more
than a total of $2,000 per election from any one person as adjusted by the Consumer
Price Index. 2 U.S.C. §441a{a)(1)(A) and 11 CPR §110.1(a) and (b).

Based un the respective CPIs, the contribution fimit for any one petson for the 2006 |
election cycle was $2,100 and $2,300 for the 2008 election cycle.

B. Handling Contributions That Appear Excessive. If a committee receives a

- contribution that appears to-be excessive, the committee must either:

e Return the questionable contribution to the donor; or

¢ Deposit the contribution into its federal account and keep enough money on
account to cover all potential refunds until the legality of the contribution is
established. - 11 CFR §103.3(b)(3) and (4).

o The excessive portion may also be redesignated to another electlon or reattrlbuted
to another contributor as explained below. -

C. Redesignation of Excessive Contributions. The committee may ask the contributar’
to redesignate the excess portion of the contribution for use in another election. . -
¢ The committee must, within 60 days of receipt of the contribution, obtain and
retain a signed redesignation letter which informs the contributor that a refund of
the excessive portion may be requested; or
* Refund the excessive amount. 11 CFR §§110.1(b)(5), 110. l(l)(") and
103.3(b)(3).

Notwithstanding the abave, when an authorized political committee receives an excessive
* contribution from an individnal or a non-nmlti-candidate committoc, the camraittee may
presumptively redesignate the excessive portion to the next election if the contribution:

o Is made before that candidate’s primary or general election;

* Is not designated in writing for a particnlar election;

e Would be excessive if treated as a primary or general election contribution; and

¢ As redesignated, does not cause the contributor to exceed any other contribution

limit.

Also, the committee may presumptively redesignate the excessive pottion of a general
election contribution back to the pritnary election and runoff election contribution back to
the general election If the umount redesignated does not exceed tht eommittee’s primury
or general net debt positinn.

The cammittee is required to notify the contributor in writing of the redesignation within
60 days of the treasurer’s receipt of the contribution and must offer the contributor the
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option to receive a refund instead. For this action to be valid, the committee must retain
copies of the notices sent. Presumptive redesignations apply only within the same
election cycle. 13 CFR §110.1(b)(5)(ii)(B) & (C) and {)(#)(ii).
D. Reattribution of Excessive Coatributiens. ‘When an authorized committee receives
an excessivo comributian, the comnnittee may ask the tontribuior if the contribution waa
intended to be a jaint contribntivn fram more than one persnn.

¢ The committee must, within 60 days of receipt of the contribution, obtain and

retain a reattribution.letter signed by each contributor; or
o Refund the excessive contribution. 11 CFR §1 10.1(k)(3), 110. l(l)(3) and

103.3(b)(3).

Notw1thstand1ng the above, any excessive contribution that was made on a written
‘instrument that is imprinted with the names of more than one individual may be attributed
among the: individunals lisied unless insiructeii oiherwise by 1he contribator(s). The
committeo must infarm each cootrihutor:
o How the oontribution was attributed; and
o That the contribmtor may instead request a refund-of the excessive amount. 11
CFR §110. 1(k)(3)(u)(B)

- Facts and Analysis

TIC received fifteen excessive contributions totaling $17,530 from thirteen individuals.
Of these excessive contributions, eight-totaling $13,400 were excessive for the primary
election, four totaling $2,030 were excessive for the general election and one totaling
$300 was escessive for the ruaaff alacdm TJC aiso received two undeshnated
contributions after the mnoff election that excaeded the 2008 primary election hmit
($2,300) by = total of $900. .

Of the excessive contributions, $15,100 (86%) would have been resolved had TIC sent
contributor notifications under the presumptive redesignation and/or reattribution rules.
It should be noted that TIC did maintain a sufficient balance in its bank accounts to
refund the excessxve contributions.

The Audit staff pxesented this matter to TIC’s treasurer at the exit conference and
provided a seheduie of the excessive eontriturians. In respunse, TIC’s treasurur provided
a capy of a presumptive reattribution or redesignation letter that was being sent to
contributors who made excessive contributions. TJC also indicated that for certain
excessive contributions, a letter was being sent to the contributor to presumptively
redesignate the contribution to the 2008 primary election. However, the Audit staff did
not recognize TJC’s efforts with respect to the 2008 election because the presumptive
redesignation procedure can only be applied to contributions within an election cycle.

In summary, TJC received excessive contributions totallng $17,530 and provided a copy
of a letter that was being sent to coatributors who made excessive contributions totaling
$15,100. Absent further evidence, the remalning excessive contributions totailng $2,430
should be rafunded.



16

Interim Audit Report Recommendation -
The Audit staff recommended that TIC:

e Provide evidence demonstrating that the contributions were not excessive. Evidence .
was to include documentation that was net available during the audit including copies
of solicitation cards campleted by the contributors at the time of their contribution
that clearly inform the contributors of the limitations; timely notifications sent to
contributors eligible for presumptive redesignation and/or reattribution; or, timely
refunds, redesignations, or reattributions made for excessive contributions (copies of
the front and back of negotiated refund checks) or; -

o Absent such evidence, TIC was te provide a copy of cach presuinptive redesignation
and/or reattribution letter that was sent for excessive contributions totaling $15,100.
Such natiges wera to damonstrate that both the eantributor and the individual to
whom the cautribution was reattributed were notified. TJC was to also demanstrate
that the notices were actually sent and offered the contributors the optian of receiving
a refund of the excessive amount. Absent the contributer’s request for a refund, these
notices obviate the need to refund the contributions ar make a payment to the U.S.
Treasury. i

e For the remaining excessive contnbutxons ($2 430), TJ C was to refund the excessive
portion to the contributors and provide evidence of such refunds (copics of the front
and back of negotiated refund checks) or pay the amount to the U.S. Treasury; or

o If funds are not available to muke the necessary refunds, disclose the contributions
requiring refunds on Schedule D (Debts and Obligatioms) until funds become
available to make such rcfunds.

Committee ResponSe to Reecommendation -

In response to the interim audit report, the Candidate provided the followmg statement;
“The IAR concluded that $15,000 of the total $17,550 have been satisfied by letters
written by the treasurer to the contributors and other actions; the $2,430 that remains,
could be corrected by listing them on Schedule D as a campaign debt. This has beén

" done.” As noted above i the interim audi¢ report recommcadation, to resoive the
excessive contributions totaling $15,000, TJC was to provide copies of the presumptiva
redesignation or reatiribution letter sent ta each cantributor. To date, the Audit staff has
not reeeived any copies of such letters purportedly sentby TIC. TIC also has not filad
amended reports listing debts on Schedale D (Debts and Obligations) to thase individuals
for excessive amounts totaling $2,430.

Finding 4. Reporting of Non-Campaign ReIated
| Transactions

Summary

On June 24, 2005, the TIC’s treasurer deposited a check of $25,015 from a business into
the TJC accoumt and subsequently wired $25,000 to another company. These
transactions were not reported by TJC and the Audit staff initially questioned whether the
activity resulted in the commingling of funds under 11 CFR §102.15. According to the
TIC’s treasurer, “the transactions were done merely as an accommodation to expedite
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banking activity.” The Candidate stated that at no time were the transactions known by,
authorized by, or requested by himself or any member of his family. The Candidate also
stated that no financial benefit was derived from the transactions by himself or TJC.
Fathiertnore, TIC argued that the regulution at 11 CFR §102.15 is inapplicable In this
situatiem os it anly addresses the comnringling of individual personal funds as opppsei to
. buslness funds. TIC is crmrect with respsct to the applicalion of 11 CFR §102.15 to these

funds. However, the Audit staff maintaius that THC was required to report the
transactions. :

Legal Standard .

A. Contents of Reports. Each report must disclose:

e The amount of cash on hand at the beginning and end of the reporting period;

o The total amount of receipts for the reporting period and for the calendar year; and

o The tetal amownt of disburaements tor the reporting petiod and for the calendar yeatr;

o Certain transactions that require itemization on Schaduit A (Itemized Receipts) or
Schedule B (Itemized Disbursemsnts). 2 U.S.C. §434(b)X(1), (2),(3),(4) and (5).

B. Commingled funds- All funds of a political committee shall be segregated from,
and may not be commingled with, any personal funds of officers, members or
associates of that committee, or with the personal funds of any other individual. 11
CFR §102.15. '

Facts and Aual:;rsis

On June 24, 2005, the TIC treasurer deposited a check of $25 015 from a business into
the TJC account and subsequently wired $25,000 to another company. The $25,015
deposit was from The ANJ Group, LLC and the wire transfer was to iGate, Inc of
$25,000.% Each of the documents associated with these transactions were signed by
TIC’s former treasuser who had check wntmg authority for The ANJ Group, LLC and
TIC.

Since these transactions were not reported and limited documentation was avuilable, the
Audit staff requested that TJC provide fusther dooumsentation or an explanation of the
circumstances surrounding these transactions. In response, the current TJC treasurer
wrote a letter to the former TJC treasurer in which he was asked to confirm whether the
transuctians were simply an errar resulting from a payment nmde frcen the wrong accoum
or to piovide a proper explanation for the transactions.

In response, the former TJC treasurer stated, *“... the funds in question which were wired®
from the Jefferson Committee account were not campaign funds. An amount of $25,000
from another business account was deposited into the Jefferson Committee campaign

® The Louisiana Secretary of State records the Candidate’s wife, Andrea G. Jefferson, as a manager for The
ANIJ Group, LLC. It is also noted that, Vernon L. Jackson, the former Chairman and Chief Executive
Officer of iGate, Inc, has entered into a plea agreement in which he pled guilty to a charge of bribery of a
public official. The plea a¢roement states that Vernon L. Jackson crused the trearfer of $367,500 from
iGate, Inc. to The ANJ Group, LLC between 2001 and 2004 in return for official acts performed by the
Congressmen.
9 The transaction was actually accomplished using a TJC check tba' ineluded an annotation an the back
that it was a wire transfer. Since the TJC check cleared the same day, it appears the TJC check was used
to authorize the wire transfer.



18

account and simultaneously wired from the campaign account to an [i]Gate account at a
bank in Kentucky. This amount was not reported as a campaign transaction since it did
not involve campaign funds. As these entities have different banking institutions, this
was done merely as an acconmnnodation to me to expedite my performing these banknrg
activties.” .

Interim Audit Report Recomniendation
The Audit staff recommended that TIC provide any further comments it may have
regarding this matter. :

Committee Response to Recommendation
In response to the interim audit and draft final audit report, the Candidate provided a
statement which  explained that at no time were the transactions made by the former TIC
treasurer known, authorized, or requested by himseid ar amy member of his family. The
Caadidate also stated thet no finanoial banefit was derived from the trsnsactians by
hiraself or TJIC. Furthermore, TJC treasurer reiterated that the handling of the transuction
was purely for gonvenience and explained that the testimony givemunder oath by the

. former TJC Treasurer at the federal criminal trial of the Candidate was consistent with
the explanation given to the Audit staff. Lastly, TJC argued that the regulation at 11 CFR
§102.15 is inapplicable in this situation as it only addresses the commingling of
individual as opposed to business funds. - . '

Since ANJ Group, LLC is a multi-member LLC under Louisiana law, it was determined
that the funds deposited by TJC cannst be the funds of any individual member and

' therefore 11 CFR §102.15 does not apply. However, the Audit staff maintains that TIC
was required to rapart the transactions in.accordance with 2 U.S.C. §434(a)(1).

| Finding 5. Misstatement of Financial Activity

Summary '
A comparison of TJ C s reported ﬁnancxal activity to the bank records revealed a
misstatement of activity in 2006. . Reported receipts and disbursements were understated
by $136,836 and $142,230, respectively, in that year. TIC’s reported cash balance was

. misstated throughout the period with the ending cash being understated by $3,404. TIC
filed same ameaded reports far 2006 after notification of the audit; however, a
misstatement of activity remairs. The Audit staff recommended that TJC submit
amended reports to correct the misstatements and amend its most recently submitted
report to correct the cash balance. In response to the interim audit report, TJC filed
amended reports that included some but not all of the necessary report adjustments.

Legal Standard

Contents of Reports. Each report must disziosa:

e The amount ot cash an hand at the beginning and end of the reporting periad;

¢ The total amount of receipts fur the ropruting period and for the calendar year; and

o The total amount of disbursements for the reporting period and for the calendar year;

o Certain transactions that require itemization on Schedule A (Itemized Receipts) or
Schotinls B (Itamiced Disbursenients). 2 U.S.C. §434(b)(1), (2),(3),(4) and (5).
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The Audit staff reconciled TIC’s reported financial activity to its bank records and
determined there were misstatements-of activity for 2006"°. The following charts outline
the Uisorepancies 2006 and explain the misstatements identified during the aadit.

-1 2006 Activity - :
Reported Bank Records | Discrepancy
Opening Cash Balance $305461 | $314,260 $8,799
-1 @ January 1, 2006 Understated
Reéceipts - $618,015 $754,851 $136,836
- ) Understated
Disbursements $920,485 - $1,062,715 --$142,230
3 Understated
Ending Cash Balance . $2,992 $6,396 $3,404
@ December 31, 2006 Understated
Recelpts 2006 .. . :
The understatement of recelpts was the net result of the following: :
¢ Loans Not Reported + $133,500 . .
In 2006, TJC reported $148,000 in loans from the Candidate.
However, TIC actually received $283 500 it considered Candidate
loans. See Finding 1.
o Receipts Overstated - 28,400

TIC reperted several contnbutlons that could not be associae:d with

any bank deposit. TIC also reported the teceipt of an inter-account

transfer of $8,100 that should not have been reported.

¢ Receipts Not Reported

TJC did not report contributions received from several individuals,

* LLCs and corporations.

o Receipts Reported with the Incorrect Amount
TIJC reported contributions with amounts that were different from the

amount on the checks.

‘o Unitemized Recen;its Not Reporied
_ TIC reported the sum of $14,625 in unitemized contributions,
however, the correct total of unitemized contributions was calculated

to be $17,565.
o Other Receipts Not Reported
¢ Bank Interest Not Reported
¢ Unexplained Difference.

+ 21,330
+ 3,750
+ 2,9_40
+ 2,350
+ 806
+ 560

Total Net Understatement of Receipts  $136,836

Disbursements ~ 2006

The understatement of dishursements was the net result of the following:

¢ Disbursements Not Reparted

TJC did not report disbursements including $28,500 for payroll,

+ 168,462

1° The reconciliation was based on reports filed prior to notification of the audit on May 1, 2007.
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-~ $24,100 to a consultant, $21,619 for printing, and $11,522 in credit
card paymernts. Most of the dlsbursements not reported were made
between October and December. e -

¢ Disbursenrents Overstated - x - - 91,589
This amount inclades a $25,360 disbursement that TJ C reported twice.

Of the amovnt overstated, the Audit staff identified caly.ane
disbursement of $3,248 that could be associated with a check number.
Theiremaining $88,341 in reported disbursements were not supported
by any available accounting records.

Canvassing Expenses Not Reported (Net) + 48,836
TIC made more than 2,600 payments (mostly under $200) for '
canvassing expenses totaling $234,714. However, TIC’s dlsclosurc
reports include only $185,878 of such expenses.

* Disbursements Repurted with Incorrect Amounts h + 2,176
TJIC reported expenditures with amounts that were different from the
ameunts that cleared the bank.

. Unexplamed Difference + 14,346

Total Net Understatement of Dlsbursements 142,230

Cash Balance
On December 31, 2006 the cash balance was understated by $3,404; as a result of the

misstatements detailed above.

TIC filed amendments to thel2 Day Pre-General and 12 Da y Pre-Runoff reports after
notlfncahon of the audit that corrected some but not all of the misstatements noted above.

The Audit staff discussed this mattér with the TIC’s treasurer at the exit conference. The
treasurer stated that any remaining misstated activity would be corrected in amended
reports.

Interim Audit Report Recommendation

The Audit staff recommended that TJIC amend its disclosure reports-for 2006 to correct

the misstatements. - TJC was to also reconcile all reported activity to bank records for

periods subsequent to the audit period and, if necessary, amend its most recently filed
.report th correct any discrepancy in the cash bittance. The adjustment to the cash balance

was to include a notatien that the change is due to andit edjustments from a prior period.

Committee Response to Recommendntion

In response to the interim audit report, TIC filed amended repoﬁs that included some but
not all of the necessary report adjustments.

| Finding 6. Disclosure of Occupation/Name of Employer

Summary

A review of contributions from md1v1duals dlsclosed on Schedule A (Itcmxzed Receipts)

revealed the entries for 149 contributions totaling $181,550 lacked or did not adequately
 disclose the contributor’s occupation and/or name of employer. Furthermore, TJC did

not use “best efforts” to obtain, maintain, and submit the required information. The

Audit staff recommended that TJC contact each contributor for whom the information is
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. lacking, submit evidence of such contact, and disclose any information received in
amended reports. In response to the interim audit report, TIC filed amended reports to
disclose the required occupation and employer information related to coatributioas
tomling $55,700. After the filing of these amendients, exries for 101 oomributions
totuling $125,850 still lack or do net adequately discigse the canitibador’s accupation
and/or name of employer. TJC provided a liat of those iadividuala far whom letters
would be sent requesting the mxssmg or madequate mformntlon as well as a copy of the
letter-to be sent. -

Legal Standard

A. Required Information for Contributions from Individuals. For each ltemxzed

contribution from an individual, the committee must provide the following information:
e The contributor’s full name and address (including zip code);

The contributer’s occupation and the narre of his or her employer;

The date of receipt (the date the comanittea received tho contribution);

The arconnt of the contributive; and

The election cycle-ta-date tatat of ait contributions fiom the snme individual. 11

CFR §100.12 and 104.3(a)(4) and 2 U.S.C. §434(b)(3)(A).

B. Preserving Documents. Committees must preserve these records for 3 years after a
report is filed. 2 U.S.C. §432(d).

C. Best Efforts Ensures Cumpliance. When the treasurer of a political conmittee
shows that the committee tused “best efforts” (see below) to obtain, maintain, and submit
the information required by the Act, the committee’s reports and records will be
considered in compliance with tlse Act. 2 U.S.C. §432(h)(2)(i). -

D. Definition of Best Efforts. The treasurer and the committee will be considered to
have used “best efforts” with respect to contributions if the cammittee satisfied all of the
following criteria:

e All written solicitations for contributions included:

o A clear request for the contributor's full name, mailing address, occupatlon,
and name of employer; and
. 0 . The stucement that such reporting is required by Federal law. .

. Wlthlﬂ 30 days ofter the receipt of tha contrimtion, the traasurer made at least one
effart to obtain the missing infarmetion, in either a written request or a :
documentad oral request.

o The treasurer reported any contributor information that, although not initially

. provided by the contributor, was obtained in a follow-up communication or was
contained in the committee’s records or in prior reports that the committee.filed
during the same two-year election cycle. 11 CFR §104.7(b).

Facts and Analysis

A review of contributions fromi individuals disciosed on Scheduie A (Itemized Receipts)
revealed thut 149 contributionis totalbng $181,550 lecked or did not adequately discinse
the contribntar’s occupation and/or aame of employer. In most cases, the required
information was either missing or disclosed as “Information Requested.” The records
provided to the Audit staff did not contain any follow-up request for the information.
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Also, amended reports filed after notification of the audit that did not correct the
disclosure of contributor information. :

The Audit staff discussed this matter at the exit conference. In response, TIC’s treasurer
stated they were reviowing recards for tha reguirad information and would be sending
lettore tc contrihutars and thot any infarmation received would be included in amended .
reparts. She elsa oommented that TJC has always endeavored to get the proper
disclosure information from contributors, but it has not always heen forwarded by the
contributor.

Interim Audit Report Recommendation . " - '
The Audit staff recommended that TJC take the following action: -
. Provide documentation that it exercised best efforts to obtain, maintain and
submit the reguired contributor information; or-- : .

e Make an effcrt to coneoct eaeh canfributor for whom the required information was
not-in TJC files and submit evidence of such coniact (such as copies of letters to .
the contributers and/ar phone logs); and,

e Submit amended reports to disclose any information TJ C obtams in response to.
this recommendation.

Committee Response to Recommendation

~ Inresponse to the interim audit report, TIC filed amended reports to disclose the required

. occupation and employer information related to contributions totaling $55,700.
According to TJC, this information was-recoived from best efforts letters mailed in .
September 2007 and April 2008. Aftar the filing of thcse amendments, entrins for 101
cantributions totaling $125,850 still lacl or do nat ndequately disclose the.contributor’s
occupatian and/or name of empleyer. For the remaining, TIC provided a copy of letter
and a list of those individuals for whom letters would be sent requesting the missing-or
inadequate information. TJC stated that they will update their database and inform the
Commission as contributor information is received.

| Findingr 7. Disclosure of Disbursements

Summary - - - :
A sample review of expenditures revealed that certain dlsbursements itemized on the

disclosure reports lacked er inadequately disclosed the required information. The
projected dollar value of these transactions was $209,588. These disclosure
discrepancies consisted of incorrect names, addresses, dates, missing or inadequate
purposes, or missing memo entries associated with credit card transactions. The Audit
staff recommended that TJC amend its reports to correct the disclosure of its
disbursements. In response to the interim audit report, TIC filed amended reports and a
written statement. The amended reports corrected some but not all of the disclosure
errors on Schedule B (Itemized Disbursements).

Legal &t:imdard
A. Reporting Operating Expenditnres. When opcratirig expanditures to the same
‘person excecd $200 in an election cycle, the coramittee must report the:

e. Amount;
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Date when the expenditures were made;
Name and address of the payee; and

e Purpose (a brief description of why the dlsbursement was made—see below). 11
CFR §104.3(b)(4)(i). - :

- B, ‘Examples of Purpose.
o Adequate Descriptions. Examples of adequate descriptions of purpose include the
- following: dinner expenses, media, salary, palling, travel, party fees, phone
banks, travel expenses, travel expense reimbursement, catering costs, loan
repayment or contribution refund. 11 CFR §104.3(b)(4)(i}(A).

° lnadequate Descriptions. The following descriptions do not meet the requirement
for reporting purpose: advance, election day expenses, other expenses, expense
reimbursement, miscellaneous, outside serviees, get-out-the-vote, and voter
registration. 11 CFR §104.3(b)(4)(i}(A).

Facts and Analysis

A sample review of disbursements itemized on Schedules B (Itemized Disbursements)
revealed that a material amount of those disbursements lacked or inadequately disclosed
the required information. The projected dollar value of these transactions was $209,588.
These disclosure discrepancies consisted of incorrect names, addresses, dates, missing or
inadequate purposes (such as campaign worker or consultant), or missing memo entries
to disclose the original vendor for transactions assoclated w‘.h payments to credit card
companies.

TIC filed amended reparts after notlflcatmn of the audit. "‘hase amended reports dld
correct some of the errors and omissions. .

This matter was discussed with TJ C’s-treasurer at the exit conference. TJC’s treasurer
stated that the disclosure problems would be corrected in amended reports.

Interim Audit Report Recommendation
The Audit staff recorzmendcd that TJC amend its reports to correct the disclosure of -
disbursements on Schedules B (Itemieed Disbursements).

Commmittee Response to. Racommendation

In response to the interim audit report, TIC filed amended reports and a written
statement. The amended reports corrected some but not all of the disclosure errors on
Schedule B (Itemized Disbursements). TJC provided the following statement “The
Jefferson Committee has combed its itemized disbursements and has used its very best
efforts to disclose any names, addresses, dates missing or adequate purposes or missing
memo entries associated with credit card transactions that appear on its report.”

| Finding 8. Failuze to File 48-Hour Notifications

Sunmmary ' '

TIC failed to file 48-hour notices for contributions totaling $227,600. Most of the notices
not filed were for contributions made prior to the run-off election and for loans reported
as from the Candidate. The Audit staff reecommended that TIC provide evidence that the
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. 48-hour notices were timely filed or submit-any written comments it considers relevarit.
In response to the interim audit report TIC provided no additional comments regarding
tlus issue.

Legal Standard

* Last-Minute Contributions (48-Hour Notice). Campaign committees must file special
‘notices regarding contributions of $1,000 or more received less than 20 days but more
than 48 hours before any election in which the candidate is mnning. ‘This rule applies to
all types of contributions to any authorized committee of the candidate, including:
e Contributions from the candidate;
o Loans from the candidate and other non-bank sources; and
‘o Endorsements or guarantees of loans from banks. 11 CFR §104.5(f). -

Facts and Andyais

The Audit staff reviewed those contributions of $1 000 or more that were received during
the 48-haur notice filing period for the primary (07/23/2006-08/08/2006), general
(10/19/2006-11/04/2006, and run-off (11/20/2006-12/04/2006) elections. ‘TIC failed to -
file 48-hour notices for 50 contributions totalmg $227,600 as summarized below.

Primary General R-un-off - Total .
48 Hour Notices Not Filed $4,000 | $57,100 §166,500 $227,600
2) (14) (34) (50)

-Among the contributions that required 48-hour notices are loans reported as from the |
Candidate. The other contributions for which 48-hour niotices were not filed were from
twenty-nine (29) individuals, fourteen (14) political committees, and four (4) LLCs.

This matter was dis_c_:li_sse_d with TIC’s treasurer at the exit conferqnce and the Audit Staff
subsequently provided schedules of the contributions for which 48-hour notices were not
filed. In response, the TIC’s treasurer stated she misunderstood the filing requirement.

Interim Aundit Report Recommendation
The Audit staff recommended that TJC provide evidence tha¢ these 48-hour notices were
timely filed or provide any further comrhents it cansiders relevant.

Commmittee Response to Recommendation
TJ C provided no addmonal comments regarding this issue.

| Finding 9. Untimely Deposit of Contributions -

- Summary
TJC untimely deposited contributions totaling $315,500 from political committees. The

Audit staff recommended that TIC demonstrate that the deposits were made timely.
Absent such demonstration, TJC should implement changes to its procedures to achieve
future compliance and provide a description of such action. In response to the interim
audit report, TJC provided additional documentation which indicated many of the
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contributions were initially received by a fundraising representative who forwarded the
contributions which were then deposited by TIC in a timely manner.

Legal Standard -

A. Deposit of Receipts. The treasurer of a political committee must deposit
contributions (or return them to tha contributors withant being deposited) wituin 10 days
of the treasurer’s receipt. 11 CFR §103. 3(a).

B. Receipt of Contributions. Every person who receives a contribution for an
authorized political committee shall, no later than 10 days after receipt, forward such
contribution to the treasurer. 11 CFR §102.8(a).

Facts and Analysls
-TIC untlmely deposited contributions totaling $315,500 from polmcal committees. This
amount represents approximately 24% of deposits made during the period covered by the
audit. The Audit staff identified contritiutions fram political committees tirat wese
deposited an average of 18 days late and in one instance, 184 days late. TJC did not
record the receipt date for contributions. Therefore, in calculating the number of days
late, the Audit staff used the check date plus an allowance for delivery and compared that
to the deposit date!!. In accordance with 11 CFR §102.8(a), the Audit staff allowed 10
days for deposit of the contribution. .

This matter was discussed with TIC’s treasurer at the exit conference. In.response, TIC’s

treasurer noted that although there were gaps in the receipt and deposit of some checks, it

is likely that no checks were held because all receipts were quickly spent. It is her belief

that the danors wrate checks on a certain date and than had them delivered to the TIC at a
“much later date.”

Interim Audit Report Recommendation

The Audit staff recommended that TIC demonstrate that the deposits - were made timely.
Absent such demonstration, TJC. was to implement changes to its procedures to achieve
future compliance and provide a description of such changes.

Committee Response to Recommenduation

.In reaponse to the interim audit report, TIC complied with the Anctit staff's
recommendation hy providing additional docuraentation which irdicated that many of the
contributions were initially received by a fundraising representative. The documentation
supports that these contributions were forwarded by the fundraising representative and
then deposited by TJC in a timely manner. '

"' The Audit staff calculaied the date of receipt as three days from the date on the contnbutors check to
allow for delivery of the contribution.



